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Letter to Shareholders 


Financial 


Dividend 

Increase 


Employees 


Dear Shareholder: 

hour Company had an outstanding year in 1983- It was 
a vear in which wo achieved record sales and protits and 
began an accelerated store expansion program. 

Net earnings increased 30 percent while earnings per 
common share advanced 3a percent on a 6.3 percent 
sales increase. 

Sales rose to $ - 9 billion from the S~h3 billion, in 1982. 
Net earnings increased to S1D39 million, equivalent to 
S3.61 per common share, up from $90.u million or $2.09 
per common share, for the prior year. Like store sales 
increases for both the year ( __ percent) and the fourth 
quarter ( 9.6 percent) were evidence of real sales growth 
when compared to the Company's internal!}' calculated 
inflation rate of 1.5 percent. 

Fourth quarter operating results reached record 
levels with net earnings increasing 21 percent to $4$.8 
million, or $1.46 per common share, up from S3 - .9 
million, or si 19 pereommon share. Sales for the fourth 
quarter were up 9.1 percent to $2.1 billion, over .sales of 
$1.9 billion for the same 13 week period last year. 

Return on common shareholders’ average equity 
improved to 26.4 percent for the year, while after-tax 
profit rose to 1.4$ percent of sales. 

The strength of the balance sheet is best exemplified 
by the fact that the Company finished the entire year 
without having to seek short-term borrowings. 

In June 1983, the Board of Directors authorized a three- 
for-one stock split to shareholders of record on July 8, 

1 c >83, and increased the quarterly common stock 
dividend bv 44 percent to S.12 per common share ( $.48 
annualized). 


During the year strides were made toward unifying the 
varied employee compensation and benefit programs 
throughout the Company, including the awarding of 
stock options, amounting to over 800.000 shares of 
common stock to key employees. Since 19 - a the stock 
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Letter to Sharehofders (com. ) 


option program ha> served to provide these employees 
with a sense of ownership in their Company. The 
Company is pleased that a substantial number of its 
employees are shareholders. Many of the Company's 
employees voluntarily invest a portion of their salaries 
each month to acquire stock through'file Monthly 
Investment Plan. Additional!}', employees are 
shareholders of the Company's common stock through 
the American Stores Company Employees’ Thrift Plan. 
The Thrift Plan is trustee for over 1C09,000 shares of 
common stock on behalf of participating employees, 
representing approximate!}’ 5.8°o of the common shares 
outstanding. The Company’s management has author¬ 
ized. subject to shareholder approval at the Annual 
Meeting, a new Employee Stock Ownership Plan, which 
provides for the Company to annually contribute shares 
of its common stock to be held for eligible employees. 

The outgrowth of stock option grants and employee 
stock ownership is higher productivity by employees 
and management who have a stake, as owners of the 
Company, in its future growth and success. 

Program During the past year the Company began an accelerated 

construction program. The 1983 construction program 
was impacted by one of the longest and most severe 
winters in the nation's history. The Climatic Impact 
.Assessment Branch of the National Weather Service 
described the Winter of 1983-8-t as one of the most 
extreme in the nation's history. The weather provided 
the second longest continuous ground snow cover ever 
recorded. What has been described as one of the coldest 
and wettest winters in history delayed <Sur construction 
progfnm in late 1983. as well as impacting fiscal 1984. 
with the result that fewer stores will open than we had 
planned. The Company’s capital expenditures for fiscal 
1983 exceeded Slab million, which included the 
opening of - combination drug- food stores and 6 drug 
stores. The Company completed the major remodeling 
of 9 first-generation combination stores in Texas and 
15~ food and drug stores in other regions. The Company 
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Letter to SharehoJders (cont) 


has reduced the projected number of combination 
stores it expects to open in fiscal 198a to la. In addition, 
the Company expects to open 1 expanded food store. ~ 
drug stores, 2 home improvement centers, 1 discount 
food and drug store and 1 liquor plaza. In keeping with, 
its commitment to accelerate the construction of new 
stores, the Company realizes the importance of 
modernizing and upgrading the existing retail facilities. 
In that regard, the Company expects to remodel 82 
combination stores in Texas and Oklahoma and 8 _ drug 
and food stores in other markets in 198a. During the 
period from 1981 through 1985. the Company will have 
remodeled over SO percent, or all of the first and second 
generation combination stores and over 50 percent of 
the existing food and drug stores throughout the 
Company. Our store modernization program is empha¬ 
sized in an effort to assure we remain one of the most 
up-to-date retail companies in America. Our construc¬ 
tion and remodeling program has been budgeted at 
S200 million in fiscal 198a and S2 _ 5 million for fiscal 
l c, 85. It is expected that a major portion of our construc¬ 
tion will be financed principally from internally 
generated funds. 

Outlook We look forward to improved performance in 198a. In 

the coming year, .American Stores Company will 
accelerate efforts to streamline operations at all levels, 
including the reduction of expenses, in an effort to 
maximize its financial position in 188a while building 
for the future with its employees, shareholders and an 
aggressive construction program. 


L.5. Skaggs 
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Selected Financial Data 


Tile following consolidated selected financial data of American Stores Company 
and subsidiaries for the five rears ended January 28, 198a should be read in 
conjunction with the consolidated financial statements and related notes of the 
Company appearing elsewhere herein 
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Results of 
Operations 


Management’s Discussion and 
Analysis of Financial Condition 
and Results of Operations 


Net earnings for the 52 week period ended January 28, 
198a increased 30.50 to Si I“,902,000, or $3.ol per 
common share of stock, compared to $80.3^1,000, or 
$2.o9 per common share of stock for 19S2. Net earnings 
for 1981 amounted to Sen,552,000, or S I 81 per 
common share of stock. These earnings per common 
share of stock have been restated to reflect the 
Company’s 3-for-l stock split effective July 8, 1983- The 
Company continued to experience sales increases in 
excess of the Company's internally calculated inflation 
rate of 1 5"n Sales for 1983 inci eased o.3'C> to 
ST9S3.0 -000. compared to sales uf 5CS0~V"'2,000 for 

18X2 Sales f >r 1981 amounted to $T09m590,000. 

Like store sales, or stores that have been m operation 
for two full fiscal years, increased "T'C abo\'e 1982 The 
increase in like st< >re sales exceeded the increase in 
total sales and was primarily caused bv three tactc>rs: 
first, the Company's disposition of the Aigbv's 
Restaurants in September 1882: second, loss of sales at 
Acme’s .American Stores Packing Company, a meat 
packing facility located in Lincoln, Nebraska and its 
closing in December 1882; and finally, the second 
quarter 1982 closing of 36 Acme stores located in the 
Baltimore, Maryland, Washington, D C . and south 
central Pennsylvania regions. 

During the year ended January- 28, 198-4. gross profits 
increased to 2w2 ,; o of sales compared to 23 8A in 1882 
and 22 $x-, in 1981. Success of the Company's 
continuing program to reduce expenses and increase 
productivity was reflected in operating profits 
increasing to $234,516,000. or 2.9°o of sales, compared 
to $185,583,000, or 2.S's. for 1882 and Sl-tOT-td.uOO, or 
2 0 8,, fur 1981. Operating profits per square foot of 
retail space increased to $8 83 in 1983 compared to 
$".02 m 1982 and $5.23 in 1981. 

At year end 1983 and 1982, 30°o of the Company’s 
inventory was valued on the LIFO (last-in, first-out) 
method, compared to 33'C in 1981 The LIFO charge is 
affected by the inflation rate and amount of LIFO 
inventory held during the year. The low inflation rate 
experienced during 1983, as well as disposition of LIFO 
inventories in coniunction with the sale of one of the 
Company's food processing plants, were maior factors 
in reducing the current year LIFO charge. The pre-tax 
LIFO charge in the current year amounted to 
$2,081,000 Correspondingly, the pre-tax LIFO charges 
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Results of 
Operations , 


Liquidity 


Management’s Discussion (com > 


for 19X2 and 19X1 were $ 8 , "1.000 and $ 8.8 .000, 

respectively. As a percent of sales, the pre-tax LIFO 
charges were 03 '8 in 19X8. .08'-’,-, in 19x2 and 18o in 
19.XI .-\fter-tax LIFO charges ami united to $1,188,000. 
or $ 0 a per common share, for 19x5. $8.12o.000. or $d 1 
per o >mm< m share, f >r 1982 and $-t, 138 . 000 . or 5 . 1 a per 
o. imm> m share, f >r 19X1 

|T<> alii iw f >r i^feparisi m with o unpanies < >n FIFO 
( hrst-in, first-( >ut) basis, the G mipam's FIFO earnings 
for 19X8. 19X2 and 19x1 w-ere ; 119.o5~.000. i>r $3.68 per 
o mirm >n share. 598.49~.u0p, < >r $2 80 per common 
share and 5cX.hX~.pnp < >r $1 98 per o >mm< >n share, 
respective!) 

•Other inci me mcludesgjiferest income, 
rniscellane< ms mo >me and gains fn mi early 
extinguishment< >f debt The Company's casli 
management pn pgram used surplus cash and reserves 
a ) reduce bank service charges ansi earn interest 
fn.o ane. T< >tal interest income ami minted to 
ild.i99.000, $9~o2.P0P and 5X,29~,U00 for 19X8, lpx2 
and 19X1. Other miscellaneous income, including gam 
i >n sale < C assets, ano united ti > $~.O29,00O. $x, 188,000 
and $ 12,091 .OOF) during those same rears. Included in 
«ither i nc< une are gains , m earlv extinguishment i if debt 
«>f $8-t,000 in 19x8. $2,818,000 m 1982 and $8.8o2.000 
in 19x1 

Pre-tax earnings for 1988 amounted to $216,129,000. 
o mipared to 5l6h.X89.00p m 1982, and $1 18.9o8.000 m 
19x1 The Ci unpanv s effective c> mm Jiduted mo >me tax 
rates were 48 8",.,. 48 XL-, and a 8 . — 'in 19x5. 1982 and 
19X1 Fluctuate ms in the ino mie tax rates are 
attributable b > wiry ing ann amts of imrestment tax credits 
and capital gains, which are taxed at lower rates The 
19X2 mo mie tax rate was also affected b\ the tax-free 
status i if a debt-f >r-equitv swap. 


The Ci impany impn >\ed both working capital and 
current ratios during 19X8 At Januaiv 28, 19X4, working 
capital increased to 528X.~89.pp0, compared to 
$220.00~,O00 at January 29, 19x8. an increase 1 if 
5n8.~32.OO0 Working capital at January 50. 19X2 
amounted to $108.8X4,OOP. Current ratios were Lao to 
1, 1.40 to 1 and 1.81 to 1 at Januaiv 28, 19X4. January 29. 
19x3 andjanuaiv 80, 1982, respectively 

As a suppler ,ent to working capital, the Company has 
arranged f« >r bank lines of credit At January 28, 19X4, 
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Management’s Discussion (com.) 


Liquidity 


Debt-to- 

Equity 


the Company had available through thirteen banks 
S80.000.000 in short-term bank linos < >f credit The 
Company believes that the working capital and lines i if 
credit are adequate to meet the presently identified 
working capital requirements 

Higher invent' >nes and stable relative levels of 
aoo runts passible < as a percent of t< >tal invent! u'ies i were 
primarily responsible for the increase m wi irking 
capital. 

Increases in invent' >ry were the result < >f inflation 
upi m existing invent' >ry levels as well as real increases 
m levels < if invent an' t< > meet adelitii >nal Oansum^if ’ 
demands The C' mipanv o mtinued ti > adjust its 
inventsuy mix a > meet o msumer demands, increasing 
general merchandise t< > sn S' t, , if a cal invent'>rv Fi m 
fiscal year-ends 19g2 and ley], general merchandise 
amounted to so -c x and eg 3 A, ( if inventories Inventory 
turns represent a method < if measuring a companv's 
inventsnw investment in relatii >n a > o >s|$f£ sales The 
Ci impany had inventory turns of 9.3 times m 1983. 9 _ 
times in 1982 and 10.0 times in 1881 The lower 
inventory turns are reflective i if the G >mpanv s higher 
level ' if general merchanelise which turn sf iwer than 
perislrable gn >cerv pn lelucts 

At January 2s. ]°S-t. accounts pavahle were 
Sou 1 ,8 -h.000 As a percent > >f inventors, aco itinis 
payable were a C) 9 l 9 in 198 s and m 1982. and 82 8A in 
18s 1 Other o uripi ments < if vw irking capital maintained 
levels similar to those in tile prevn uis year 

In tlie past, the Companv has used short-term 
hi ifig-vw mas to finance c« instruction projects prior t< > 
ii ing-term debt placement There were no short-term 
borrowings m 1983 In 1882 and 1881, average short¬ 
term borrowings amounted to Sl,9 - 8,000 and 
S2a.889.090. The maximum short-term borrowings 
outstanding were S30.000.00n in 1982 and S88.000.000 
m 1981. Average interest rates charged to the Company 
(>n sh<:>rt-term borrowings were 9 53°.;. in 1982 and 
18 8n" 0 in 1981. Average prime interest rates for the 
same periods were ImaO'A and 18.a9 r o, respectively 

During 1983, tlie C' nnpany financed an aggressive real 
estate program and continued to retire debt as required 
while incurring 530,8 ,000 m iong-term debt and 

obligations under capital leases The 1988 borrowings 
were secured by real estate. 
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Debt-to- 

Equity 


Capital 

Expenditures 


inflation and 

Changing 

Prices 


During 1982, the Company's additions t< i long-term 
debt and iibhgations under capital leases amounted to 
523.292.000. of which Slo.S-t8.0h0 refinanced existing 
Industrial Development Bonds. The Company's additions t< > 
long-term debt and obligations under capitalized leases 
ann Hinted to S25.hh~.0fi0 in 1981 

The Ci >rnpanv continued to strengthen its debt-to-equitv 
ratfCTw retiring 1 >ng r^f^plrht and 'bligatn ms un'dei 
capitalized leases i >f SI 4 . 219.000 in 1983. $52. - 91.000 in 1082 
arid S3~.890.000 in 1981. These reductions, coupled with an 
increase in c< >mm< m sharehi >lders' equips resulted m the debt 
ti > equip ratio decreasing t« > si t< > 1 in 1983, o >mpared ti > .08 
to 1 in 1982 and 1 31 to 1 in DOST These ratios reflect tl^lss ; 
G uupany s pr< igress made m improving its financial 
pi isition 

Capital expenditures f< >r 1988. which include the present 
value of leases that are required t< > be capitalized under 
current accounting requirements, ami '^isfedt' > Sl4O.892.0UO 
Capital expenditures for 19s2 and 1981 were Si 18.~58.000 
and SI 18,900.000 respectively During 1984. the Company 
expects to increase ca.pital expenditures to approximately 
S20 : Q;000.000. and the |f§§np my e pects to ha\'e the major 
p> etii m of the capital expenditures financed pnncipallv 
from internally generated funds 

The Notes to Consolidated Financial Statements under the 
caption "Supplementary Information on Inflation and 
Changing Prices ( Unaudited )" o mtains a discussion of the 
effects of inflation using measurement bases de\'elopecl by the 
Financial Accounting Standards Board Explanatory 
Comments are included in the disclosure discussing tire effect 
i >f changing prices upon the G anpanys operations While the 
Company has made the disclosure as required by the 
Financial Accounting Standards Board, the Company takes 
exception to the development of the o >st of merchandise sold 
under the general inflation section of the disclosure because 
it does not fairlv reflect the Company's history of matching 
sales price with merchandise cost. White the Company 
understands the desire of the Financial Accounting Standards 
Board to provide meaningful information about inflation, it 
feels that the general inflation disclosure adds to the 
confusion about the "Inflation” disclosure and is corffSry to 
the Board’s stated objectives 
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Consolidated 
Statements of Earnings 




$7,983,677 

6,051,677 

1,932,000 

1,697,484 

234,516 

(35,615) 
17,228 
(18,387) 
216,129 
98,227 
$ 117,902 

29,556 
$3.61 
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Consolidated Balance Sheets 


Assets 

Current Assets 

Cash and short-term 
cash investments 

Recen ahles 


Prepaid expenses 
T< ital current assets 


$ 134,697 

49,542 
683,566 
34,628 
902,433 


Property, Plant and Equipment, at 

Land 


Machmen., equipment and fixtures 
Leu'-ehi -Id o >sts and impn n ements 


Less accumulated depreciati« >n 
and ana >rti>:ati< m 

Net property, plant and equipment 


61,558 

174,530 

520,233 

115,154 

871,475 

308,201 

563,274 


Property Under Capital Leases, 

less accumulated amertmatn >n < if 

5o~,o _ <:> m in S3 and 33s.4 _ 3 m IdSd 128,269 l. ; r,ne l 
OtherAssets 32,719 d 3-d 

$1,626,695 31 a i ‘ 3 _ 
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Consolidated Balance Sheets (com 


Liabilities and 
Shareholders’ 
Equity 


Current Liabilities 

Current maturates 
of long-term debt 

Current obligate >ns 
under capital leases 

Trade aco^spa;. able 
Other accrued liabilities 
Accrued u ages pa\ able 
Federal and state mo >me taxes 
T‘ >tal current liabilities 

Long-term Debt, 

less current maturities 

Obligations Under Capital 

Leases, less current porta m 

Other Liabilities 
Deferred Income Taxes 

$5.51 Cumulative Redeemable 
Preferred Stock of1 1 par value 
Authi inzed 2,-nO.000 shares; issued 
2,0?o.3 _ 2 shares at redemption value 118,110 

Common Shareholders’ Equity 

Common stock of $1 cpifr value 
Authorized 50,000,000 shares. 


1983 and 1982 30,014 

Additional paid-in capital 79,626 

Retained earnings 351,260 

Less cost of Common treasure stuck, 
a08.8 -C) shares in 1983 and 

S8C03S shares in 1982 (9,206) 

Total common shareholders' equity 451,694 


$1,626,695 


$ 1,535 

10,292 

341,344 

142,944 

88,729 

31,850 

616,694 

210,436 

156,420 

52,427 

20,914 


1 ,0a 1 


ln.oOa i 


See notes to consolidated financial statements 
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Sources 
of Funds 


Uses of 
Funds 


Consolidated Statements of 
Changes in Financial Position 



Xet Earnings 

Items not affecting 
working capital: 

f£&JpCecuti< m and anv >rti/4f®n 
Deferred income taxes 
Other 

Total provided from operations 

Pn iceeds from 
long-term borrowing 

Additions to obligations 
under capital leases 

Disposals of owned properties 
Disposals (. if lease||j|'operties 
Issuance of common stock 
Increase in other liabilities 


Expended for pn iperty. 
plant and equipment 

Additions to property 
under capital leases 

Reduction of long-term debt 

Reduction of obligations 
under capital leases 

Cash dividends 
Purchase of treasury stuc|| 
Other, net 

Increase in working capital 

Working capita!— 
beginning of year 

Working capital— 
enstof sear 


$117,902 

87,321 

(3,290) 1 1 i.d 

811 y 

202,744 isb 

25,427 11 0 " 

5,150 D 

6,720 i 

2,430 

2,995 1 

7,248 K 

252,714 am.b 

135,242 ! i 

5,150 i 

3,316 a 

12,438 b'.u; 

24,332 a l.n. 

2,398 1 1 b- 

4,106 a 

186,982 _Why 

65,732 

220,007 _ ho.a - 
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Consolidated Statements of 
Changes in Financial Position /com. ) 


Changes in 
Components 
of Working 
Capital 


Increase (decrease) 
in current assets 


Cash and short-term 
cash investments 

Inventories 


Other 


Increase (decrease) 
in ciarent liabilities. 

Current maturities! >f 
long-term debt 

Current obligations 
under capital leases 

Accounts payable and 
accrued liabilities 

Other 


g capital 


$ 51,475 
71,038 
12,527 
135,040 


494 

1,041 

62,831 

4,942 

69,308 

$ 65,732 


See notes to consolidated financial statements 
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Consolidated Statements of 
Common Shareholders’ Equity 



February 1. 1981 

510,001 

595,4" 1 

5142,892 

5( 4.496) 

5245,808 

Net earnings Kir the 

52 weeks ended 

January 80. 1982 



04,882 



Issuance of 9" 008 
common shares 
from treasury 


(421 ) 


815 

592 

Common dividends— 

5 2“ per share 



(" 8-d) 


( — ,8 — 9 ) 

Prefcr^jpjfclh idends— 

5s 51 per share 



(11.220) 


(11.220) 

Purchase of 54.600 
common treasury shares 




(448) 

(448 ) 

Other 


"4 



528 

■Jiillances at 

JanuarysO, 1982 

10,001 

98,124 

188,548 

(5,8-) 

289.895 

Net earnings K mthe 

52 weeks ended 

January 29,1985 



90.5" 1 


on 9-1 

Issuance of 522,819 
common shares 
from treasure 


5,049 


- () - 

, 5 * 

Sale of 11.400 
common shares 

4 

209 



215 

Common dividends— 

5 88 per share 



(9.806) 


(9,S0o) 

Preferred dividends— 

55 51 per share 



( 11.220 ) 


(11,220) 

Purchaseofoas.hOO 
commi m treasury shares 





(11.524) 

Other 


"2 



~2 

Balances at 

January 29, 1985 

510,005 

SI 00.454 

S25”.690 

$(.10,694.) 

558" 488 


16 
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Consolidated Statements of 
Common Shareholders’ Equity (coni. > 





- 


Balances at 

January 29. loss 

SI 0,00s 

SI 00,444 

S25",o90 

Si 10, 004 ) ;S35~',400 

Net earnings 3 >r the 

02 w eeks ended 

January 2S. MS4 



11 _ ,902 

1M.002 

o minion shares 

In mi treasury 


( SO 1 ) 


3.SS0 2.995 

Effect < >f 

ci mim< m su >ck split 

20,009 

(20.000) 



C< minn m di\ idends— 

S 44 jier share 



113,1121 

113.112) 

Preferred dividends— 

SO 0 1 pershare 



(11.220) 

(11,220) 

Purcliase < >fn0.cro 




12 , 30 s) ( 2 , 30 S) 

Other 


“2 


"2 

Balances at 

Januan 2s. Ms a 

S30.01-1 

S^o.rPn 

S301.2M) 

S( o,20(i) SaOUMa 


See notes to consolidated financial statements 
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Notes to Consolidated 
Financial Statements 


Significant 

Accounting 

Policies 


Business 


Basis of 
CousoHlUUu))! 


Depreciation 
am! Amortization 


Costs of Opening 
and C/ostnp Stores 


A Pi Bitnunps Per 
Common Share 


The Company, through its subsidiaries, is engaged 
primarily in the operation of retail stores, selling drug 
and food merchandise. 

The consolidated financial statements inclgifp: the - 
accounts of the Company and all subsidiaries. .All 
significant inter-company accounts and transactions 
ha\e been eliminated in consolidation. 

Inventories are stated at the lower of cost or market The 
last-in, first-out (LIFO ) method is used to determine the 
Cost of certain categories of grocery inventories. Cost 
of the remaining inventories are computed by either the 
first-in. first-out ( FIFO ) cor average cost methods. 

Depreciation and amortization charged to earnings for 
financial statement purposes, including amortization of 
property under capital leases, are generally computed 
using the strigSu-line method applied to individual 
pr< ipertv items. 

The costs of opening new stores are charged against 
earnings in the year m which they are incurred. When 
operations are discontinued and a store is closed, the 
remaining investment, net of salvage value, is charged 
against earnings and. for leased stores a provision is 
made for the remaining lease liability, net of expected 
sublease recoverv 

The Companv provides for deferred income taxes or 
credits as timing differences arise in recording income 
and expenses between financial reporting and tax 
reporting. The Company accounts for investment tax 
credits under the "flow-through" method, reducing 
income tax expense in the tear in which the asset that 
gives rise t< > the credit is placed in service 

Pension costs f< ir Company-spi msored plans are 
actuarially computed and include amortization of prior 
service cost over pern ids ranging to 30 years. The 
Company's policy is to fund pension costs accrued to 
the extent they are currently deductible for income tax 
purposes. 

Net earnings per common share are determined by 
dividing the weighted average number of common 
shares outstanding during the year into net earnings 
after deducting dividends attributable to preferred 
shares. Common share equivalents in the form of 
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Notes to Consolidated 
Financial Statements fcontj 


Cash and 

Short-Term 

Cash 

Investments 


Inventories 


Short-Term 

Borrowings 


stock options are excluded from the calculation since 
the\' have no material dilutive effect on per share 
figures Net earnings per common share have been 
restated to reflect a 3-for-J Mick split effective 
July 8, 1983. 

Short-term cash investments consist primarily of 
cerxifilfes of ddffl^sit. tttjicsury bills aioplfptes. biiftiers 
acceptances, repurchase agreements and compiercia) 
paper which are carried at cost, which approximates 
market value. At January 28.1984 and January 29, 1983, 
certificates of deposit and cither securities with a 
maturity of over 90 days amounted to 550,641,000 and 
S10. ’4,000, short-term investments were S31.S53.000 
and $49,063,000, respectively. 

The dry grocery inventories of certain of the Company's 
subsidiaries are coined by the last-in, first-out (LIFO) 
method. Inventories valued under the LIFO method 
amounted to S205.~h4.000 at January 28, 1984 and 
SI 86,824,000 at January 29. 1983. 

If the first-in, first-out ( FIFO) and average cost 
methods had been used, inventories would have been 
5o5.599.000 and S63.518.000 higher at January 28, 198a 
and January 29, 1983. repectively. The LIFO charge to 
earnings, before income taxes, was 52,081,000 in 1983. 
55.~~TOGO in 1982 ||| $8,3~~000 in 1981. 

Lines of credit arrangements for short-term borrowings 
with a group of banks allow the Company to borrow up 
to S80.000.000 on terms mutually agreed to by the 
Company and the banks. TftSse arrangements are 
reviewed annually for renewal. 

In connection with these lines of credit, the Company 
has agreed to maintain approximately $650,000 in 
average compensating balances. The compensating 
balances also regime charges for normal banking 
serviceS'provicied to the Company. Compensating 
balances are not restricted as to withdrawal. 

In the event the lines are drawn upon, additional cash 
balances mav be required by the banks. 
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Notes to Consolidated 
Financial Statements (cant. > 


Long-Term A summarv of long-term debt is as follows: 

Debt 



Notes payable. 


129 due b>X) 

$ 75,000 

S s.UUi 

Sinking fund debentures 

9 ; : C9 due through 2001 

27,360 


9“ -C clue through 1990 

9,010 

mm,- 

I.t cms secured bv real estate, 
interest rates from a' 1 ,'9 J# 
lew due through 20()a 

100,601 


T. ual 

211,971 


less current maturities 

1,535 

CM 

la nig-term 

$210,436 

css'sg^ 


Tlw aggregate aim Mints of long-term deist maturing in 
each of the next five fiscal years are: 

joss s,3(r 

10Sh Sgsl) 

1QXT - ,699 
]9,XS S,3ss 

The Company's S~5,0U0,000 m notes due in logo niav 
not be redeemed by the Compan\ prior t< >June 1. 1CX~ 
Thereafter, the notes are redeemable at the option of 
the Ci nnpany. in wh< >le < >r in part, at any time prior t< > 
maturin'at a price equal to lOOC of principal amount 
plus accrued interest to the redemption date. 

The Companys’ mc»st restrictive loan covenants apply 
to. among < >ther things, the allowable amount of senior 
funded debt and encumberances of fixed assets. In 
addition, dividends plus redemption < >fanycapital stock- 
are limited to 3d°<:> of net earnings after Februarv 2. 1980 
plus 530.000.(200 Retained earnings of S100.9oo.O00 at 
January 2x. 198a are available for payment of dividends 
and redemptii >n of capital stock. 

The various loans secured bv real estate are 
Collateralized by properties with a flpbook value of 
S8a.2~s.000 
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Financial Statements (cant > 


Capitalized 

Interest 

Costs 


Leases 


The Company capitalizes interest costs associated with 
long-term construction protects Interest costs incurred 
hy the Company amounted to $38. - 89,0Q0, $40,002,000 
and $45,158,000 in 1983. 1982 and 1981 respectively, of 
which $3,144,000, $3,353,000 and $2,996,000 were 
capitalized. 


The Companv leases retail stores and distribution 
facilities Initial lease terms range from 18 to 28 years, 
plus renewal options, and can provide for additional 
rentals based on sales volume m excess of specified 
levels. 

spfhe Company has classified its leases as either capital 
or (iperatmg. The summary below shows the aggregate 
future minimum rental commitments is of Januarv 28, 
1984 for both capital and operating leases: 


per 

Thereafter 

Total minimum 
i|P|i t al e o m m 11 m e n t s 

Less executory costs i such 
as taxes, insurance and 
maintenance included 
m capital leases 

Neivift!nimum lease payments 

Leas amount 
representing interest 

Ohligatu ms under capital 
leases, including $10,292 
due within one year 



$49o.9'>2 338,414 


10,31a 


328,100 
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Financial Statements (com ) 


Rental expense v.as 

as follows: 

1983 

$59,934 $15,978 $75,912 

1 ns2 

Ss.nui) Is.Oil <i~.2ol 

lOSl 

ss.nen is 121 — 0,2 IS 

Federal and state income taxes charged to earnings are 
summarized below 

Current 


federal 

$83,221 'o-m -isc. 

State 

11,615 pm,,; msm 

Deterred 


federal 

3,119 SO a at 

Slate 

272 “ 2 


$98,227 s-, :,;s -Sioi, 


The provision f< >r income taxes differs from the amount 
which would he provided by applying the federal 
statutory rate (on'T ) to earnings before income taxes 
as f< >lk >ws: 


Tax expense 
o unputed at 
statutorv federal 

ino mietax rate $99,419 

State income taxes, 
net i if federal 

ino mietax 6,419 


Investment 

tax credits (4,356) 

Other (3,255) 

$98,227 

Effective mo nne 

rax rate 45.5% 
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Notes to Consolidated 
Financial Statements (cont.) 


Deferred income tax expense resulted from 
the following: 


Accelerated 
depreciate >n 

f >r tax purpurea $6,130 

Reserves f >r 

self-insurance (8,577) 

Other 5,838 

$3,391 


Stock On May 21, 10“$, the shareholders approved a stock 

Option option plan for employees, reserving 2,2x0,000 shares 

an of common stock. The Company has granted stock 

options to employees at prices ranging from $.22 to 
$32.op per share. In 19”8, the shareholders approved 
an amendment to the 19”5 plan providing for Stock 
Appreciation Rights. 

Pursuant to the acquisition of the former .American 
Stores Company, the Company assumed the former 
.American stuck option plan with appropriate 
adjustments to number of shares and exercise prices to 
give effect to the acquisition. .As adjusted, stock options 
Jinder this plan range in price from $4.0$ to $32 o3 per 
share. 

During the year endedjanuary 28.1984. the Company 
granted 841.806 stock options to employees. The 
options range in price from $24.92 to $32.o3. 

Under the above described plans, J||§k options are 
exercisable on a cumulative basis of ten years or less. 
Compensation expense recognized was $1,853,000, 
$1,5-3,000 and $284,000 for 1983,1982 and 1981, 
respectively. .Amounts deferred for future amortization 
U odtnder stock option grants at less than market value were 
$9”.000 at January 28.1984, $190,000 at January 29,1983 
and $312,000 at January 30,1982. At January 28,1984 and 
January 29. 1983, options for 35,”32 and 136,$51 shares, 
respectively, were exerciseable. A summary of changes 
in shares under option follows: 
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Stock 
Option 
Plan . 



less 


I"S1 

Outstanding at 
beginning of year 

815,319 



Granted 

841,806 

Cnh 

- 

Exercised 

( 262 , 387 ) 

< 1 >"ool , 

1 I sS.CS I 

F( irfeited 

( 22 , 074 ) 

OS-. . 


Outstanding 
at end < if year 

1 , 372,664 

so.sic 

■ on, o 

Average i iption 
price per share 

$ 22.19 

>< , 1 IS 

SS ( .,11 

Reserved for 
future grant 

1 , 139,604 

i,eW) Si. 

i.s-osci 


Pension Substantially all of the employees of the Company and 

^ on=5 its subsidiaries are covered under pensi< m plans. 

Almost all employees who are members of bargaining 
units are covered by multi-emph >yer plans F< >r other 
eligible employees, the Company pro\'ides pension 
benefits through several plans. 

Tire am< Hints charged t< > pension expense were: 

C' unpanv-sponsored 

plans $ 22,356 -do s’— sis.cn. 

Multi-employer plans 45,934 Co-on -O.osi 
TOTAL $ 68,290 hn.V ss-.so. 

The actuanallv computed wilue of accumulated benefits 
of Company-sponsored plans, as estimated let- 
consulting actuaries using an interest rate of ~ r d, were: 


Vested 

Contested 


Net assets available 
for benefits 

Similar information is not available to the Companv for 
the multi-employer plans discussed above. 


$ 161,589 

14,056 

$ 175,645 

$ 207,971 
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Split 


Litigation 


Notes to Consolidated 
Financial Statements tconu 




Effj|t|ve July 8, 1983. the- Company effected a 3-for-l common stock split 
recorded in the form of a stock dividend .Ail references to the number 
of common shares and per common share amounts have been restated 
’:p-reflect the split. 

As previously repi >rted. m addition to various claims and litigation arising 
in the normal o >urse of business, the Company has been named one of 
the mans' defendants in a number of private treble-damage antitrust 
actions brought by alleged producers and feeders of cattle which have 
been consolidated for pretrial proceedings in the United States District 
Court bar the Northern District of Texas, In re Beef Industn Antitrust 
Litigation, MDL No. 2a8 These actions allege certain violations of the 
antitrust laws with respect to the purchase and sale of beef. 

In 19 most of these cases were dismissed bv the District Court 
pursuant to the U.S Stlfefllfl? Court s decision in Illinois Brick Co r 
Illinois, -t31 U.S. _ 20 ( 19 > However, the U.S. Court of Appeals for the 

Fifth Circuit reversed the dismissals and remanded the cases for further 
proceedings to determine whether thewBintiffs were entitled to invoke 
the ''cost-plus" exception to the rule of Illinois Brick, 600 F.2d 1 lab ( Sth 
Cm. 19~9 ). cert denied, -hM U S 90S (1980 ) 

On June la, 1982, the District Court granted Defendants' Motion for 
Summan,'Judgment on the cost-plus issue, thus disposing of plaintiffs 
claims for damages allegedly suffered in their capacity as sellers of live 
cattle Subsequently, plaintiffs in several of the actions agreed n > dismiss 
without prejudice remaining claims for injunctive relief and. in two cases, 
claims for damages alleged to have resulted from a conspiracv to fix the 
price of beef at retail, subject to possible re-institution of these claims 
after the resolution of their appeal c|i<She cost-plus issue. 

On julv la, 19S2, the District Court entered judgments dismissing the 
complaints in all of those cases in which the Company has been served 
as a defendant, and plaintiffs appealed the Court's ruling on the cost-plus 
issue to the Court of Appeals for the Fifth Circuit, which, in turn, sustained 
the Motion for Summary judgment. That decision was the subject of a 
petition for certiorari filed by the plaintiffs with the U.S. Supreme Court 
which, in an order dated February 21, 198a. denied that petition, thereby 
effectively eliminating the possibility of monetary damages being 
awarded against the defendants in these cases. 

The claims-for injunctive relief arising out of the same alleged 
conspiracy to fix the wholesale prices of beef remain m four of the cases, 
and the plaintiffs are free, if they choose, to attempt t< > pursue such claims 
In cme additional case in which no defendant has been served with the 
complaint, plaintiffs purport to seek damages and injunctive relief arising 
from the alleged conspiracy to fix wholesale prices of beef but do not 
claim the benefit of the cost-plus exception to Illinois Brick. No judgment 
has been entered in tlt|J,-tase..lB<date. 
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Redeemable 

Preferred 

Stock 


Supplementary 

Income 

Statement 

Information 


Supplementary 
Information 
on Inflation 
and Changing 
Prices 
(Unaudited) 


The Company’s redeemable preferred stock is not 
redeemable untiljuly 26, 198-t. Thereafter, it is 
redeemable in whole or in part, at the option of the 
Companv. at $58 per share plus accrued dividends. 
Beginningjulv 26, 1989, the Company is required to 
annually redeem 8'N of the number of shares initially 
outstandifJtgrat $88 per share plus accrued dividends. 

The redeemable prefeiS§gjl stock has preferential and 
cumulative dividends at a rate of $8 81 per share plus 
liquidation preference at $88 per share plus accrued 
dividends over the holders < if common stock 


Advertising expense am< >unted to $110,231.000. 
$90.28-1,000 and $“T.263.000 for 1983. 1082 and 1981 
respectively. 


The following information is presented m accordance 
with the principles of inflation accounting enumerated 
in Statement of Financial Accounting Standards No 33. 
Financial Reporting and Changing Prices. The 
information attempts to show the impact of changing 
gplces on certain historical financial data Because the 
required disclosures are experimental in nat ire, 
several different appn. uches to presenting the data has e 
been mandated which are outlined in the following 
paragraphs. 

The first approach adjusts the hist* meal cost financial 
statement dollars to dollars of the same general 
purchasing power. For example, if the inflation rate is 
ten percent from one s ear to the next year, titdftnen 
percent more dollars are needed in the second s ear to 
maintain the same general purchasing power This 
adjustment to common units of measurement-constant 
dollars-is accomplished by using an index which 
measures inflation. Statement 33 prescribes the use of 
the Consumer Price Index for .All Urban Consumers, 
Therefore, the constant dollar method starts with 
historical dollars as recorded using generally accepted 
accounting principles and adiusts these dollars to reflect 
changes in purchasing power (inflation ) using a 
Consumef J|i'ice index 

In a segfStjd method, the accompanying data are also 
adiusted to reflect current costs of inventors and 
properly, plant and equipment which have generally 
increased over time at a rate different from that of the 
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Financial Statements (com. 


Consumer Price Index. Current replacement costs have 
been used to value these items; i.e., the specific prices 
applicable at year-end 1983 to replace inventory and 
property, plant and equipment. 

In its historical cost financial statements the Company 
determines cost of a majority of its inventories using 
either the first-in, first-out ( FIFO) or average cost 
medtpcls The last-in, first^jTft'lFO) niftjjod is usedf# 
value all other inventories, and for purposes of 
estimating current cost, the LIFO inventories have been 
stated at the lower of equivalent FIFO cost or 
replacement market cost. Because of the rapid turnover 
of inventories and the use of LIFO costing for certain 
items, the cost of merchandise sold, as shown in the 
financial statements, normally approximates current 
cost at the time of sale. However, such amounts have 
been adjusted, where appropriate, for the effects of 
inflation during the time lag between purchase and sale 
of merchandise. 

For thetiftost part, the replacement data represent 
replacement in-place and in-kind. No consideration has 
been given to the replacement of assets with a different 
tvpe. to improved operating cost efficiencies of 
replacement assets and similar situations. The 
replacement costs used, while believed reasonable, are 
necessarily subjective. They do not necessarily 
represent amounts for which the assets could be sold 
or costs which will be incurred in future periods, or the 
manner in which actual replacement of assets will 
occur. Lind has been valued based on estimated current 
market prices The current costs of the other property, 
plant and equipment, including buildings under 
capitalized lease obligations, were developed as 
follows: 

For all other fixed assets, a review of buildings under 
construction or completed during 1988 was performed 
to determine actual current cost per square foot for 
each location for building and equipment costs. The 
current cost for nonretail facilities was determined 
through specific identification, where possible, or the 
use of indexes applicable to the type of asset being 
valued. 

Depreciation adjustments, under both the general 
purchasing power and current cost approaches, have 
maintained the same methods, useful lives, and salvage 
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Supplementary 
Information 
on Inflation 
and Changing 
Prices 

(Unaudited) iconr 


values as used in computing historical cost 
depreciation. 

As a pan of this footnote, there are three tables 
included to demonstrate the impact of inflation on the 
Company's financial statements. The first table provides 
the net changes in earnings, as reported in historical 
cost financial statements, to adjust for the effects < T 
general inflation and specific prices 

Statement 33 requires that incpf§e taxes paid not he 
modified for the effects of either constant dollar or 
specific adjustments. Therefore, the effective income 
tax rate base3$}§jn historical earnings increases when 
compared with constant dollar results and specific price 
earnings This increase points up the serious impact on 
earnings of income taxes in an inflationary economy. 

This table also provides the changes in value which 
occurred during the year. The first is the unrealized 
benefit, applicable to both methods, due to inflation 
with resulting d||§ine in purchasing power of the net 
monetary amounts owned A monetary asset is money 
or a claim to receive a sum of money, the amount of 
which is fixed or determinable without reference to 
future prices of specific goods or services. A monetary 
habilitv is an < >Migati< >n to pay a sum of money, the 
amount of which is fixed or determinable without 
reference to future prices of specific goods or services 
Therefore. C0$|. short- term cash investments, 
receivables, current liabilities, and long-term debt are 
monetary items. Since the monetary liabilities at roar- 
end 19S3 were larger than the monetary assets, an 
unrealised benefit is shown. 

The second adjustment is applicable only to the 
specific price method and is the increase m value 
during the vear due to increases in the specific prices 
for inventoiv and property, plant and equipment 
compared to that which is attributed to the increase in 
value due to the.effect » >f general inflation. 

The second table presents values of inventories and 
pr< ipertv. plant and equipment on the historic cost basis 
as adiusted for specific price increases at Januarv 28, 
198 a. 

The third table is a five-year summary of results adjusted 
for the effects of general inflation and for changes in 
spedify-pnees. 
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Results of 
Operations 


Changes in 
Carrying Value 


Consolidated Statement of Earnings 
Adjusted for Changing Prices for the 
Fiscal Year Ended January 28, 1984 


Avpom/ Tmf 

Sales 

$-.983.6” 

$-.983.6” 

S-.983.6-- 

Ci >sts arid expenses 




G 'st i ^merchandise si del 

(a.OSI.h - - 

o.Cro.us- 

6.030.460 

Depreciation and amortization 

8“-321 

112.124 

11-.-63 

Other o >sts 

l.(52S.sso 

1.634.-64 

l.o34.r4 

Ti >tal a ots 

—0G84S 

-.S16.94E 

".802,399 

Earnings heft >re i ric< >me taxes 

210.12S 

looG32 

181.208 

Inc< mu; taxes 

08.22" 

98,22" 

08,22- 

Net earnings 

8 11G902 

S 68.303 

8 83,031 

Effective mci >me tax rate 

4 5 5°o 




Increase in current a ist i >t 
in\ enti trier and pn ipert\. 
plant and equipment 

Lear effect ■ >f increases 
m the general price level 

Excess of increases in general 
price level < >ver increases in the 
specific prices 


839.024 

3~,398 




Inventory and Property, Plant and Equipment 

Adjusted for Changes in Specific Prices at January 28, 1984 


Inventories 

Ida iperry. plant and 
equipment and property 
under capital leases, net 


8o91.043 S92o.308 
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Five-year Comparison of Selected Supplementary 
Financial Data Adjusted for Effects of Changing Prices 


Sales 

As reported 

Adjusted for 
general inflation 

$7,983,677 $-.A)—2 rJNr.Au 5 

7,983,677 -."1.12- — iS.osI 


. (( 

Net earnings 

As reported 

117,902 ).5~ 1 <oAs2 

si.ssp 

44,4 94 


Ad|iisted for 
general inflation 

68,505 ptAH 11.22 a 

s.o-2 

lO.sJS 


Adjusted for specific 
price changes 

83,051 -A,S22 -Kt.siM 

.,1 -os 

S-.2-P 

Earnings (loss) 

As reported 

3.61 2 n9 1 SI 


1 n 

per share data 

Adjusted for 
general inflate >n 

1.94 ( o-M 

. n 

4)0 


Ad j u s.p?d fi) r s p e C i fi c 
price changes 

Excess (deficiency) of 
increase in general 
price level over increase 
in specific prices 

2.43 1 So os 

17,674 (2--i2o) 2\ C| .ss 


1 10 


Purchasing power gain 
from holding net 
monetary liabilities 

38,310 ssxss -s.ooo 

lOA-oo 

OS.00I 

Net assets 

As reported 

569,804 -lA.AC -iD'Aos 

SriTpO-S 


at year-end 

Adjusted for 
general inflation 

794,468 Ao.-Jo osliPo 

0 1 9.104 

-2S.90S 


Adjusted for specific 
price changes 

855,375 “S2AH4 "no.-isw 

oss,S(4,S 

co-,2-1 

Cash dividends 

As repi H'ted 

-44 fo 2" 

2~ 

2" 

declared per 
common share 

Adjusted tor 
general inflation 

.44 A 2o 



Market price 

Historical am< nmt 

33.38 20 “S s o>2 

r~~ 

0 4 2 

per common 
share at 
year-end 

Adjusted f< >r 
general inflation 

33.38 2l-i 2 o-p 

O s- 

12S2 


Average consumer 
price index 

299.4 2oo o 2 _ -i 2 

24 0 1 

21 os 
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Quarterly 

Results 

(Unaudited) 


In the opinion Qf'jfiwnagement, all adjustments (consisting only of normal 
recurring accruals) necessary for a fair presentation have been included: 


1983 

Sales 

Gross profit 
Net earnings 

Net earnings per 
common share 

1982 



$1,882,059 $1,966,639 $1,973,295 $2,161,684 $7,983,677 
459,784 476,167 481,208 514,841 1,932,000 

21,867 27,369 22,826 45,840 


.65 


.83 


.67 


1.46 


117,902 

3.61 


Common Stock Market 
Prices and Dividends 


The market price range on the New York Stock Exchange and the dividends 
declared on the Company’s common stock are set forth in the table below. The 
cfYTittH'st'! and preferred shares of the Company are listed on the New York. 
Philadelphia and Pacific Stock Exchanges under AmStr, and the trading symbol is 
ASC. The number of shareholders of the Companv’s common sj^ck at March 28, 
1$8-t was 10.38 - 


First Quarter 
Second Quarter 
Third Quartei 1 ’ 
Fourth Quarter 


27 Vs 20 7 /s 

3 5 Vs 25 

44 32V* 

43 3 /s 31Vz 


$.08 

.12 

.12 

.12 


13 A 8A SOS 

15M 12 A 08 

2 2 A 14A 08 

23 A ISA 09 


Restated to reflect a 3 ford common stock split effective July 8. 1983 
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Corporate Information 


American Stores 
Company 

Post Office Box 27 -h7 

709 East South Temple 

Salt Lake City, Utah 84127-04-17 

Medical Director 

\Y.E. Peltzer. M.D. 

Registrar and 
Transfer Agent 

Morgan Guaranty Trust Company of New York 

Trust Department 
(§0 West Broadway 

New York, New York 10015 

Telephone ( 212 ) 5SD6469 

Shareholder 

Relations 

Shareholder inquiries should be directed to- 
Corporate Secretary- 
Post Office Box 2 Who 

Salt Lake City, Utah 3-U2 _ -0-i-r 

Telephone (SOI) 539-0112 

SEC 10-K 

Report 

In compliance with the requirements of the Securities and Exchange 
fifOttimission, the Company has incorporated all essential material of 
its Form 10-K SEC filing requirements within this annua! report. The 
intended result is to provide shareholders with a fully integrated 
annual disclosure in a sittgle document 

Should you desire the supplementary document on the Form 10-K, 
it may be obtained without charge from the: 


Treasurer's Office / PO SSl 27447 / Salt Lake City. Utah 8stl27-04-i _ 



American Stores Company wishes to acknowledge the significant 
contribution of John Hartman upon the occasion of his retirement as 
a member of the Board of Davors. 

John Hartman began his thirty-five years of dedicated and 
distinguished service as an employee of the then Payless Drug Stores, 
Inc. in 19-tS. John Hartman's career spanned thnjifimd a half decades. 
He witnessed the Company's growth from ten stores with sales of SS 
million annually, to a Company with ever one thousand stores and 
sales in excess of 5 billion. Mr. Hartman sen-eel in many executive 
positions including President of the Skaggs-Albertsons Partnership, 
President of Skaggs Companies, Inc., and Vice Chairman of the Board 
of Directors of American Stores Companv. 

Mr. Hartman was loyal and steadfast throu yMJul Ins career earning 
the respect of his friends, fellow employees and associates on the 
BtjyxiJ ot Directors. His influence, business judgment and guidance 
were important factors m the Company's growth and success. 
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